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OIL & GAS LEASE Lease No, 

03/10- PA 

ThJsUast made this Uth day of March, 2011, by and between Michael Mersey and Carol Ann Moray, hb w3f<, of 107 Arrowhead 
Drive, Beaver Falls, PA 15010, hereinafter "Lessor and CHESAPEAKE APPALACHIAN LX.G, an Oklahoma limited liability Compaq, 
6200 N. Western Avenue, Oklahoma City, OK 73118, hereinafter 'Lessee" 

WITNESSETH, that tor and in. consideration of the premises, and Of the mutual covenants and agreements hereinafter set forth, the Lessor and 
Lessee agree as follows: 

LEASLN'G CLAUSE . Lessor hereby leases exclusively to Lessee all trie oil and gas (including, but not limited to coal seam gas, coalbed methane 
gas malted gas, methane gas, gob gas. Deluded nwthane/natiral and aJ associated natutaL gas and other h>GrocafbOTKandriorhhyd:oc^borficc^a^^ 
in, associated with, emitting from, or prod jced/'crigina ting within any fcrmatiom gob ares, ntined-out ares, coal seam, and hL communJcatlng zones), and 
their liquid or gaseous constituenn. whether hydrocarbon or non-hydrccarhor.. underlying the land herein leased, together with such exclusive fights as may 
be necessary or convenient for Lessee, ei Is elecrian, ro explore far, develop. produce measure and market production from the Leasehold and from 
adjoining ianefs, n>lng methods and techniques which are nor restricted to current Technology, including the right to conduct geophysical and othe- 
csplora cry tests; lodril], maintain, operate, cease -,q operate, plug, abandon, and remove wells; to use or Install roach, electric power and telephone facilities, 
end ts Construct pipelines with appurtenant facilities, Including dala acquisition, compression and collection facilities For use in the production and 
trarsportation of produce from the Leasehold or from neighboring lands across the Leasehold to use oil, gas, and non-dornestl: water sources, fret of cos;, 
to store gas of any kind Lmdergroimd, regardless of the source thereof, including the injecting of gas therein and removing the same therefrom; to protect 
stored gas: to operate, maintain, repair and remove material and equipment. 

DESCRIPTION', Tlie Leasehold is located in the Townshtrj of SOUTH BEAVER, in the County of BEAVER, in the Ccmmotiwea.th or 
PENNSYLVANIA, and described as follows 

Property Tax Parcel Ideitflficiuon Number 77-002 -0213. 000 

and is boun ded Formerly or curfendy as follows; 

On the North by lards now or formerly of M, Lonkert 

On ihc E&a by lands now or formerly of Peaptea Natural Gas 

Or, the South by lands now or formerly of W. Brut* 

Cm ihe West hy Uncb now or formerly of R Hulman, et ux 



induding lands acquired from Larrv K, Smith, el u*. by virtue of deed dated March 04. L g75. and reenrded in BRAVER County, in/a: Book 1037 , 
at Page 84L , and, Ascribed Far the purposes of this a£r«m*ni as containing a total or Leaseho'id acres, whether actually more or less, and 

Including contiguous lands Owned by Laser. This Lease also covers and includes in addition to that above described, all land Ef any, contiguous or adjacent 
to or adjoining the land above descrlbad and (a) owned or claimed by Lessor, hy limitation, prescription, possession, reversion or unrecorded Instrument or 
(b) as to kyhich Lessor has a preference right of acquisition. Lessor agrees ro execute any supplemental instrument requested by Lessee for a more complete 
or accurate deticrLpLon of said land, 

",?.A5E TERM . This Lease shall remain in force for s primary term of FIVE f5l years From 12:00 A.M. March 14. Z01 1 (effective date) 
11:5s F.W, March 13. Z016 (last day of primary term) and shall continue beyond the primary term as to the entirety of the Leasehold if any of the fo Lowing 
is satisfied: (1) operations are conducted on the Leasehold o: lands r^led'unlrized therewith in search of oil, gas, or their constituents or 1.U) a well deemed 
by Lessee to be capable of prod lk don is located on the Leasehold or lands pooled/unit ized therewith, or (ILi) all or gas, nr their constituents, are produced 
from Lhe Leasehold er Jands pooledAirLtized ■JierewiEK, a: (iv) if Lis Lea&e field ar lands poaled-'unlllzed Therff^ilh Is usm far the iifidergToLmd siaragi gs*.. 
o- for the protection af stored gas, or (v) [f prescribed payment ate rasde. o: (vi) if Lessee's rotations, are delayed, postponed or interrupted as a res j It. of 
any coal, Jtone or other rrJrtlng or mining related operation under any exis:ing and effective lease, permit or authorization covering such operations on the 
leased premises or on other lands affecting the leased premises, such delay will automatically extend the primary or secondary tenr. of this oil end gas lease 
without additional compensation or performance by I-essee for a period of time equa] to any such delay, postponement or interruption. 

there is any dispute concerning :he extension of this l^ease beyond the primary term by reason of any of the alternative mechanisms specified 
he j eirL the payment to the Lessor of the prescribed payments provided helc^ shall be conclusive evidence that the Lease has been extended beyond the 
primary term. 

EXTENSION OF PRIMARY TERM . Lessee las the option to extend :he primary term of this Lease for one additional term, or FIVE years 
from the expiration of the primary term of this Lease; said exierBion ro be under the same ;ermj and conditions as contained in this Lease. Lessee may 
exercise this option to ex-end this Lease If on or before the expiration date of the primary term of this Lease, Lessee pays or tenders to the Lessor or to the 
Lessor's credit an arnc jni equal to the Initial consideration given for the execution hereof. Exercise of this option Is at Lessee's sole discretion snd nav be 
Invoked by Lessee wrere no other alternative of the LeaseTerm clause extends this Lease beyond the primary term, 

>Jfl ALTOMATTC TERMINATION' OR TCmVEnVRT. 

(A) CONSTRUCTION" OF LEASE: The language of this Lease (Gliding, hut nor limited to. the Lease Term and Extension of Term clauses) 
shaLl never be read as language o: special limitation. This Lease shall oe construed agsittst termination forfeiture, cancels: ion or expi^a:iori and in favnr of 
giving effect to the conllnjationof this Lease where the clrcums:ances exist to maintain this Lease !n effect under any of the a-tematlve mechanlsrj set forth 
above, In connection therewith U; a well shall be deemed to be capable of production if it has the capacLty to produce a profit over operating costs, withou: 
regard to any capital costs to drill or equip the well, or to deliver ihe oil or gas to marker, and (.111 the Lessee shall be deemed to be conducting operations in 
search of oit or gas, or their constituents, if the Lessee is engaged in geophysical ami other exploratory work Including, but not limited to, activities todrU an 
initial well, :o drill a new weL, or to rework stimulate, deepen, sidetrack, frar, plug sack !n rhe same nr different formation dt repair a well or equipment on 
the Leasehold or any lands pooled/'unlclzcd therewith (such activities shall include, but net be limited to. perronrdng any preHminary or preparatory work 
necessary fot caUiing. conducting internal technical analysis ;o iniitate and/or further develop a well, obtaining permits and approvals associated therewith 
and may Include reasonable gaps In activities provided that rhere is a continuum of activities showing a good faith effort :o develop a well or that the 
cessation or Interruption of activities was beyond the control of Lessee, including interruptions caused by thE acts of third parties aver whom Lessee has x 
control or regulatory delays associated with any approval process required for conducting such activities) 

(B) LIMITATION OF FORPElTLRR: This Leasa shall never be subject to a civil action or proceeding to enforce a claim of [ormina;:nn 
cancellation c*pf ration or forfeiture due to any action, or. Laacion by the Lessee, IncLuding, but not limited to. making any pttsctibsd" payments authorized 
under the terms of this Lease, unless the Lessee has. received written notice of Lessors demand and Thereafter falls or refuses to satisfy o: provide 
jusTlficatlon responding to Lessor's demand within 60 days from the receipt of such notice, t" Lessee timely responds to Lessor s demand, but Ln gocd faith 
disagrees with Lessor's position and «b forth the -ea^ons iherefti-e, such a response shall be deemed to sarlsfy this provision, this Lease shall continue in full 
force and eff«:: and nc firths.' damages (or other daints for re.ief} will accrue if: Lessor s favor during the pendency o: the dispute other than claims for 
payments thai may be due under the terms of this Lease. 

PAYMENTS TO LESSOR . In addition to Oie bonus paid by Lessee for the execution hereof. Lessee covenants to pay Lessor, proportionate to 
Lessor's percentage of ownership, as fallows.: 

(A) DELAY RENTAL: To pay Lessor as Delay Rental artter [tie first year, at the rare or £ve dollars ($5 00) per net acre per year payable in 
advance, The parties hereto agree that thb is a Paid -Up Lease with no further Delay Cental andVar Delay In Marketing payments due to Lessor 
during the primary term hereof. 

(B) ROYALTY- To pay Lessor as Royalty, less all taxes, assessments, and adjustments on producdon from the Leasehold, a* follows: 

1. CIL: To deliver to rfie c-edit cf Lesser, free of cos* a Royalty or One -Eighth [I ft) part of all oil and any cons^tuena thereor 
produced and marketed from the Lessehad, 

2. GAS; To pay L-e&sor an amount equal to One-Eighth i.L'S} of ihe revenue reaLzed by LesseE for all gas and the constituents thereof 
produced and marketed from the Leasehu.d less the cost to transport, teat and process the gas and any leases in volumes :o pofnt of measurement that 
determiner- the revenue realized by Lessee. Lessee may withhold Royalty payment until such time as the total withheld exceeds fifty dollar? ($50,00), 
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' 3. MINIMUM ROYALTY: L S the parties inert chat crus lease cor-form. to Pfcmsylvinla stature 5& P.S. §33 and fliatawee a gas 
royalty of at ieast 1/8 to of all production removed or recovered from the property. If it ts ever determined that this Lease does not ao conform, then this lease 
shall not be invalid and i: shall be deen-.Ed amended rrvm the date cf execution kj conform to the requirements of the statute. 

(CI DELAY IN MARKETING: b the event that Lessee drills a well an the Leasehold or lands pooledAinirized therewith dial Lessee deems m 
be capable of procojctian, kirdoffi na: market producible gas, oil, or their constituents therefrom and there is no other basis for extending thi* Lease. Lessee 
shall pay after tine primary term and until such lime as marks-Jug is established (or Lessee surrenders the Lease) a Delay In Marketing payment equal .n. 
amount and frequency ic the annua; Delay Rental payment and this Lcese shall remain In fult force and effect lo the same extent as payment of Royalty. 

(D) SKLT-LN: In the SveiU that production of all, gas, Or their constituents Is lntHrupted and not marketed for a period of twelve months, and 
there is no producing well on the Leasehold or lands pool£d/unl:izec! therewith. Lessee shall thereafter, as Royalty for constructive production pay a Shut-ft 
Royalty equal In amount and frequency to the annual Deify Rental payment until such time as production Is re-established (or lessee aumnda^ rhe Lease) 
arvi :his Lease snail ■emain In full force and effect. During Shut-in, Lessee shall have the right :o rework, stimulate, or deepen any w^.l on the Leasehold or 
a drill a new well on 'Jie Leasehold in an effort to re-establish production, whether from an original producing formation or from a rJirTerenr formation, in 
tlwevenc that the production Tram the only producing well on the Leasehold Is [n-errupted for a period of less than twelve months, this Lease shaL retrain in 

fiiJ force and e r Fect wliriou"! paymEE of Royalty or SJiuKn Royally. 

(E) DAMAGES: Lessee will remove unnecessary equipment and materials and reclaim all disturbed lands at 'he corrtpledon of activities, and 
Lessee- agrees to repair any damaged Improvements to the land and pay for the loss of growing crops o h marketable timber 

IF) MANNER OF PAYMENT: Lessee shall make or tender all payments due hereunder by check, payable to Lessor at Lessor 5 last known 
address, and Lessee may withhold any paymSU pending notification by Lessor of h change In address. Payir.Hi: may be tendered by mail or anv comparable 
method (e.g., Federal Express), and payment Is deemed complete upon majLng or dispatch, Where the due date for any payment specified here Li Falls on a 
holiday, Saturday or Sunday, payment tendered (mailed or dispatched) on the next business day is Timely, 

(Q) CHANGS I\ ¥ LAND OWNERSHIP: Lessee shall not be bound by any change In the ownership of the Leasehold until furnished with such 
OxuinaiiiaLtoti as Lessee may reasonably require. Pending the receipt of documentation. Lessee may elect either to continue to make or withhold payments as 
if such a change had net occurred 

(H) TlTLEr if Lessee receives evidence that Lessor does not have title to all or any part of the rights herein leased. Lessee may Immediately 
withhold payrtienrs that would be otherwise due and payable hereunder to Lessor until the adverse claim is fully resolved. 

(D LIENS: Lessee may at Irs option pay arid discharge any past due taxes, mortgages Judgments or other liens and encumbrances on or against 
any land or inures: included Ln the Leasehold; and Lessee shall be entiiled to recover from the debtor, with legal interest and costs, by Deduction from any 
future payments to Lessor or by any other lawful means In the event the leased lands are encumbered by a mortgage, then prior to the payment of any 
royalties due hereunder, Lessor agrees to obtain a subordination of mortgage, at Lessor's expense, in a For m acceptable to Lessee. 

(J) CHARACTERIZATION OF PAYMENTS: Payments set Forth herein are covenants, nor special iimlraiions, regardless of the manner in which 
rhflse paymeriTS may be Invoked. Any failure on the part of the Lessee to timely or otherwise properly tender payment can never result In an aLtornatic 

nrmirMtirjn, sxpiratiDn, canciL'&iioiL or forfeiture of this Leaa. Laser recogoe and acknowledgB Liiat oil ami gas lease payments, Imhe fonn of -eol, 

wnus anjd royaLty, can vary depending on multiple factors and that this Lease is the product of good Faith negotiations. Lessor hereby agrees that Lie 
payment terms, as set forth herein, and any bonus payments paid to Lessor constiTute full considersudn for rhe Leaseho-d. Lessor Further agrees that such 
payment terms and bonus payments are flna. and that Lessor wlL tut seek to amend or modify the lease payments, or seek additional consideration based 
upen any differing terms which Lessee has or will negotiate with any other lesscc/oll and gas owner. 

(K) PAYMENT REDUCTIONS: If Lessor owns a lesser interest In the oil or gas -nan the entire undivided fee simple estate, then [he rentals 
(except for Delay Rental rayrr-anrs as set Forth above! , royalties and shut-in royalties hereunder shall be paid to Lessor only In the proportion which Lessor's 
interest bears w the whole and undivided fee. 

UNITIZATION' AND POOLING . Lessor grants Lessee the right to pool, unitize, or combine all or parts of the Leasehold with other lands, 
whether contieuous or no: contiguous, leased or unleesed, whether owned by Lessee or by others, at a lime before or after drilling to create drilling or 
production units either hy contract right or pursuant ro governmental authorization Pooling or unitizing 'n ore or more instances shall not efchaust Lessee's 
pooling and unitizing rights hereunder, and Lessee Is granted ite right to crenge the size, shape, and conditions of operation or payment of any unit created. 
Lessor agrees to accept and receive out of the production 0; the revenue realized from the production of such unit, such proprjrional share of the Royalty 
from each unit well as the number of Leasehold acres included In the unit bears to :he total number of acres in the unit. Otherwise, as to any part of rhe unlL 
drLllng. ctperar:un£ In preparation for drilling production, or shut-In production from the unit, or payment of Royalty Shut-in Royalty. Delay In Market in a 
payment or Delay Rental attributable to any part of the unit (including nun-Leasehold land) shall have rhe same effect upon the terms of this Lease as Lf a 
well were located on, or the subject activity attributable to. the Leasehold. In the event of conflict or inconsistency between the Leasehold acres ascribed to 
the Lease and the local property tax assessment calculation oF the lands covered by the Lease, Lessee may, at it* option rely on the Latter as being 
feiermlniLve for the purpose of ihJj rartgraph. 

FACn.mES . Lessee shall not drill a well within 200 feet of any structure located on the Leasehold wJhcut Lessor's written consent. Lessor shall 
rat erect any buLding or structure, or plant any trees within 2D0 feet of a well 01 within 25 feet of a pipeline without Lessee's written consent. Lessor shall 
not improve, modify , degrade,, or result roa-K and fac-iiii.es bull* by Lette* wtihrmt Lessee's ■wrty.en consent. 

CQNVRRSlON TO STOR ACF Lessee is hereby granted the right to convert the Leasehold or lands pooiecVunJtLted therewith to gas storage A; 
the rime of conversion. Lessee shall pay Lessor's proportionate part for the estimated recova-ahle gas remaining In the well drilled pursuant to this Lease 
using methods 0: calculating gas reserves as are generally accepred by the natural gas industry artd and in the event that all wells or. the Leasehold and/or 
lands pooled/unltized therewith (lave permanently ceased production. Lessor shall be paid a Conversion to Storage payment in an amount equal Delay 
Rental for as lor.g thereafter as the Leasehold or lands pooLed/u nltlaed therewith Ls/'are used Fot gas storage or For pratectttm of gas storage, such Conversion 
to Storage paymai: irmll first rjecome due upon the next ensuing Qeky Rema] Bnn[veTBr> r ikie Thj us of any part 0: iht LeiMhakj or landi pocted or 
unitized therewith rbr the underground storage of gas, or for the protectiori of stored gas extend this Lease beyond the primary term as to all rights 
grar.ted by this Lease, including bur not limited to production rights, regardless of whether the production and storage rights are owner] together or separate.}'. 

DISPOSAL AND IN.1ECT1QN WELLS . Lessor hereby grants to Lessee the right to drill wells and/or re-enter existing welts, Including necessary 
location, roadway and pipeline easements and rights of way, on any part of the Leasehold or lands pooled or unitized therewith tor the disposal and/or 
injection Into any subsurface straa, other than a potable water strata, of air, gas, brine, completion and production fluids, waste water and any hydrocarbon 
related substances from any source, uicuding. but not limited to wells on the Leasehold or lands pooled or unitized therewith or from properties and lands 
outside Lie Leasehold or lands pooied or ur.][ized therewith, and to conduct all operations as rrtev be required, for so Isng as necessary and required by Lessee 
for purposes as herein provided. If, at the expiration of the primary term. Lessee is disposing and /or injecting into any subsurface so-ata underlying the 
l^sasehctd or lands pooled or unitized therewith or conducting operations for such disposal and/or jjijBCTign. and this Lease ll He! b*[ng maintaljigd ar.y 
□the r provision canreined herein and no other payments are being made to Lessor as prescribed here under. Lessee shall pay to Lessor rhe sunt of one thousand 
dollars (Sl.DOO.OQ per year, proportionately reduced to Lessor's ownership in the Leasehold and surface as it bears to the Full and undivided estHte. 
be^Lining an lis next anniversary date of thi^ Lease and said payment and term of this Lease. Insofar as to terms and provisions contained herein 
applicable to disposal and Injection we31s, shall continue annually thereafter for so long &i necessary and required by Lessee for purposes as herein 
provided and until all disposal axid'or injection wells located on the leasehold a: on lands pooled or unitized therewith are plugged and abandoned. 
Lessor agrees that If tequir&d by Lessee, regulatory agency or governrnenial authority having jurisdiction, Lessor shall enter a separate Disposal and 
Injection Agree mem vrilh Lessee for the purposes as herein provided, 

TITLE AMD INTERESTS. I^esscr hereby warrants generaLy and agrees ro defend title to the Leasehold and covenanls Iri&t Lessee shall have 
qUei ettjovTEisnt hereunder and shaL have benefit of the docrrJie of after acquired tiie. Should any perscjn having title !q the LEsseljg^ q\ to e^wrjie 
Lease, the l^easa shall neve rtheless he biftding upon all persons who do execute it as Lessor. 

LEASE DF YELQFMFMT There ii no implied covenant to drill, prevent drainage, further develop or marker production within the primary term 
or any extension of term of this Lease. There shall be no Leasehold forfeiture, termination, expiration ot cancellation for failure ro comply with said implied 
covenants, Provisions herein, including, but not limited to -he prescribed payments, constitute full compensfltinn For the privileges herein granted 

COVENANTS . This Lease and Its exp-e$5ed or bnplied covenants Shall not be subject to termination, forfeiture of rights, or damages due to 
failure to comply -with Obligations if compliance is effectively prevented by federal, state or local law, regulation, or decree, dt the acts God and/or third 
parties over whore. Lessee his no cancel, 

RIGHT OF FIRST REFUSAL If at any time within the primary rerm of this Lease or any continuation or extension thereof, Lessor receives any 
bena fide offer, acPftprable to Ussor, » gnrr anaddt^oria; l«a« (-Top Lease'} covering^ pan of the UaS^d, Ussee shil iiavfi the Mnllfuing apUgn 
by meeting ar.y iucb ofFer to acquire a Top Lease on equivalent terms and conditions. Any offer must be lr. writing and must set forth the proposed Lessees 
narrns, bonia consideration and royalty cansl deration to be paid for such Top I>a&e. and include a copy cf the lease form to be ut Jaed reflecting all pertinent 
and relevant terms and conditions of the Top Lease. Lessee shall have Fifteen (15] days after receipt from Lessor of a. complete copy cf any such offer to 
advise 



